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lntroduction
The New Economic Model (NEM) which was released in 2010 envisaged
Malaysia becoming a high-income and knowledge-based nation by the year
2020 (Vision 2020). The important role of Small and Medium Enterprises
(SMEs) in achieving the Vision 2020 should not be underestimated since it
represents the majority of the business enterprises in Malaysia, constituting
gg% of the total business establishments, providing 56% of the totalworkforce
and contributing 31% of the nation's Gross Domestic Product (SME Annual
Report 2009/10). Under the new NEM, emphasis was given on stepping up
measures to build up the entrepreneurial capacity and capability in order to
enhance the nation's ability to be internationally competitive.
The focus was to develop entrepreneurship competencies on aspects
related to innovation, market orientation, risk taking and management
of a business. The second area of focus was the development of SMEs'
workforce so as to be more innovative, resilient and competitive. The final
area of the focus is on enhancing the marketability and presence of products
and services by Malaysian SMEs. Towards this, the government has outlined
and implemented a comprehensive range of supporting programmes and
assistance through various agencies to achieve the target of becoming a
high income developed nation by 2020'
As a key objective of NEM is promoting inclusive, sustainable and
balanced growth, therefore the government paid serious attention on
enhancing sustainable Bumiputra economic participation towards reducing
the income gap between ethnic groups (Tenth Malaysia Plan,2010). The
majority of the indigenous people (Bumiputra) reside in the rural areas
and their participation in business activities are categorized into small and
medium enterprises (SMEs). One of the major agenda under NEM was to
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develop the rural economy by strengthening Bumiputra entrepreneurship
and the government has undertaken the initiative to establish Bumiputra
Commercial and lndustrial Company (BCIC). The BCIC approach was to
segment Bumiputra enterprises based on the stages of their businesses. The
business stages are classified into micro and small; development and growth
stage; and listed or matured stage. Subsequently, appropriate assistance,
such as funding and supporting services, would be granted accordingly. This
was in contrast to the previous initiatives that focused on providing funds
through small loans and grants leading to creating sub-scale enterprises that
were vulnerable to economic liberalization (Tenth Malaysia Plan, 2010).
Rural Tourism Product
ln 1995, the Ministry of Tourism (MOTOUR) introduced the Homestay
programme as part of the Rural Tourism Masterplan to develop the rural
economy. On one hand, it became an alternative tourism product to the tourist.
On the other hand, it increases the entrepreneurship of the rural community
in the tourism industry to improve their livelihood. Homestay programme is
perceived to be a lucrative venture for the rural community usually operated
as family business, an enterprise controlled by members of a single family
(Barry, 1975). Similar to other small firms in the tourism sector, homestay
operators were described as small and medium sized enterprises (SMEs).
The success stories of the programme providing additional income to the
rural community, who previously relied heavily on farming, rubber tapping
and growing fruits, appear to be encouraging (Kelsom, 2010; SME Annual
Report 2009110). For example, it was reported that the Homestay programme
in Annah Rais, Sarawak, managed to make an average of RM'16,000 per
month through admission fees alone (Ruekeith, 2011).
Generally, it was acknowledged that the level of competition within the
tourism sector is increasing including the rural tourism sector (Pena, A.,
Jamilena, D., Molina, M. (2012). ln the current environment setting, where
globalization and liberalization of the markets takes place, it is mandatory for
business establishment including SMEs to be competitive, possessing the
ability to produce goods and services more effectively than competitors do,
therebyoutperforming them (Saloner, G., Shepard,A. and Podolny, J. (2001).
Moreover, it is also crucial for firms to have the ability to embark on taking
proactive and aggressive initiatives to turn "threats" into "opportunities" within
the competitive environment. Competitive advantage grows fundamentally
out of the value a firm is able to create for its buyer which exceeds the
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firm's cost of offering (Porter, 1985). Market orientation (MO) is said to be
the competitive strategy for the rural tourism sector (Pena et al., 2012) to
maintain the sustainable livelihood of the rural tourism enterprises. MO
proves to have impact on business performance (Kohli and Jaworski, 1990;
Narver and Slater, 1990).
ln addition to MO, entrepreneurial orientation (EO) also has a profound
impact on firm's survival and performance (Covin and Slevin, 1991). EO
represents the driving force behind firm's undertakings in entrepreneurial
activities (Covin and Wales, 2011) and it is a process of keeping a firm at
pace with environmental changes which permits a firm to undertake planned
entrepreneurship activities instead of on an "ad hoc" manner (Barringer
and Bluedorn, 1999). The importance of EO in entrepreneurship research
stem from the premise that put forward entrepreneurship as a conceptual
construct on a continuum, measuring the intensity of firm's entrepreneurial
behavior where in the low end it represents "conservative" and on the high
end, it represent "entrepreneurial" (Covin and Wales, 2011). Different firms
may portray different levels of entrepreneurial behaviour. Segmenting
homestay operators based on the level of entrepreneurial behavior would
reveal insightful information in relation to the type of supports and assistance
required by them. Thus, both MO and EO appear to play a prominent role
in ensuring the continual growth in the rural tourism sector, contributing the
nation's vision to be a high-income nation by 2020.
Homestay Sector in Malaysia
The Ministry of Tourism (MOTOUR) launched the Homestay Programme in
1995 in Temerloh, Pahang, as an option to boost the rural tourism industry
(SME Annual Report 2009/10). Since its inception, the programme expanded
to the other 14 states in the country. To date, there are some 900 homestay
establishments operating without any endorsement from the Tourism Ministry
(The Star on-line, 2011) and there are 154 homestay operators licensed by
the Tourism Ministry (Go2homestay.com, 2012). The number has increased
from 140 homestay operators in June 2009 (Yahya and Abdul Rasid, 2012).
Official Homestay logo were granted to legal Homestay operators to help
visitors distinguish between a genuine and illegal operator. lt was reported
that in 2009 the highest number of homestay operators were in the East
of Malaysia with 19 and 18 operators in Sabah and Sarawak respectively,
followed by Selangor and Johor with 15 operators in each state (SME
Annual Report 2009i 10). However, as of March 2012,ihe highest number
73
$ussrless ar:S f+€*nagernerf Series Valurne 4
of homestay operators is found in sarawak wilh 2T operators, followed by
sabah and Johor with 16 operators in each state respectively. The fourth and
fifth places are occupied by selangor and Kedah with 15 operators each. The
numbers of operators in the rest of the states in Malaysia are as illustrated
in Figure 1.
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Figure 1 : Numbers of Homestay in Malaysia as at March 20i 2.
Source: www.go2homestay.com., assessed on 29 March 20.12.
The introduction of Homestay programme as a tourism product is to
increase the entrepreneurship of the rural community in the tourism industry.
This would enable the rural communities to reap the growth in the tourism
industry and improving their livelihood. Tourism is noted to be one of the
promising industry that could propelled the economic growth in Malaysia.
The tourism industry is one of the twelve identified National Key Economic
Areas (NKEAs) that has high potential contribution to the exponential
economic growth in Malaysia as stipulated under the Tenth Malaysian plan.
The Tenth Malaysia Plan (2011-201s) (2010) reported that in 2008, Mataysia
was ranked 16th in term of global inbound tourism receipts, capturing 2o/o of
global market share. The report also indicated that the industry employed 1.7
million workers (16% o'f total employment) in 2008.
The agriculture sector was reported to have grown at a low rate of 3.2o/o
and 3.0% per annum during the Eighth and Ninth Malaysian plans (Tenth
Malaysia Plan, 2010), adversely aflecting the economic status of the rural
community. As agricultural activities c:edcmirate the rural community
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economic activities. Perhaps, rural tourism may offer a great opportunity for
rural families to find an alternative source of income and employment (Yahya
and Abdul Rasid, 2012) to improve their socio-economic status by hosting
tourists in the family property. Homestay programme was initiated by the
government to divert rural community's dependency on the agriculture sector,
the less promising sector, described as growing at a low declining rate, to the
more promising tourism sector, perceived to contribute significantly to the
country's future growth. ln addition, the introduction of Homestay programme
in the rural tourism sector would discourage the continual migration of labour
to the urban areas due to the lack of new job opportunities in the rural areas
which was a common setting in the developing countries.
More importantly, Homestay programme that was carried out in
collaboration with the Ministry of Rural and Regional Development is
designed to meet the needs of both local and international tourists wanting
to experience the unique daily life of a Malaysian village, outside of bustling
capital cities and exposing them to the culture and friendly people of Malaysia
(Tourism Malaysia, 2008). The introduction of Homestay programme is not
perceived as cannibalising the performance of the small and medium sized
hotels but to provide alternative tourism product to tourists who desire to
experience a local village lifestyle whilst living with a local host family. The
programme provides opportunities to visitors to immerse themselves in the
local culture and get to know the local people. Most often, visitors took part
in the daily routines of a village family, for example preparing home-cooked
food, and participated in the local cultural activities. Different Homestay
operators, depending on the type (island homestay, agro homestay, fishing
village homestay), offer different types of activities to visitors such as
jungle trekking, fishing, rubber tapping, fruit picking, handicraft-making and
the like. This is to ensure the sustainable utilization of the available local
product and talents.
The performance of the Homestay programme from 2008 to 2010 was
reported to be favourable based on the number of tourists staying at the
homestay. ln 2006 a total of 31,883 tourists was recorded to stay in the
homestay (SME Annual Report 2009110) and the figure increased to 91,533
in 2008 (Tourism Malaysia, 2010). ln 2009, the number of tourists involved in
the Homestay programme was reported to show a remarkable growth, with
161,561 tourists participating; representing almost 77oh increase from the
previous year. More importantly, however, is its contribution to the economic
well-being of the rural community as it was reported that the revenue
75
Susiness and Jt4enagement Series Volume 4
generated from Homestay programme in 2008 and 200g were RM6.4 million
and RM10.9 million respectively (sME Annual Report 2oogl10). However,
in the current stiff competition within the industry, creative and innovative
strategies are required to sustain the momentum of growth.
The lmportant Role of Entrepreneurial Orientation and
Marketing Orientation in The Homestay Sector
Homestay programme as proposed by the Ministry of Tourism (MOTOUR)
operated by enterprises is described as small and medium enterprises
(SMEs) in the tourism industry. The industry is portrayed as having a low
entry barrier (Morrison, 1996), family or sole proprietor operated (Getz and
carlsen, 2005) and usually adopts informal and generally unsophisticated
approaches of management (Thomas et al. 2011). Moreover, usually small
enterprises in tourism industry were being run by owners/operators who
have no formal business or marketing background with a rack of industry
knowledge (cotterill, 1996) as in the case of Homestay operators in Malaysia.
Although the sector appears to be rewarding but with ever increasing number
of players coming into the sector could lead to increase competition that
would reduce the operating margins and profitability.
ln addition, saayman and slabbert (2001) suggest that small and medium
tourism entrepreneurs lack the management skill and managerial knowledge
that inhibit them from marketing their product or services successfully. ln
order to remain being competitive within the industry, it is essential for the
small and medium tourism entrepreneurs to acquire the relevant skills and
knowledge, probably through the concerted effort initiated by the government.
Acknowledging the fact, the government, through its various agencies, has
developed instruments to improve capacity building and competitiveness of
micro and small enterprises through actions (Tenth Malaysian plan, 2010),
such as funding initiatives, skill training and capacity building, provision of
essential infrastructure, information services and professional advice in
relations to promotional, financial and operational aspect. Moreover, the
government also set in place the policy, framework and legislation to facilitate
the development of SMEs as an engine of growth and innovation.
Despite of the numerous and concerted efforts undertaken by the
government to improve the economic status of Bumiputra, the performance of
Bumiputra economic achievement appears to be lacking behind the chinese
entrepreneurs (Fakhrul and wan Norhayati, 2011). ln addition, in 200g it
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was reported that the income disparity ratio of Bumiputra and Chinese is
1:1.38 and Bumiputra and lndians is 1:1.10, (Tenth Malaysia Plan,2010).
The government is serious in narrowing the income-gap among the different
ethnic groups in Malaysia, especially the Bumiputra. To date, it is observed
that the operators of the Homestay enterprises are Bumiputra (Zohaime,
personal communication, 1 April2012). The Homestay sector is considered
to be in its infancy stage and under-researched, particularly in the aspects
of EO and MO. Therefore, it is timely to undertake a study that examines the
effect of EO and MO on Bumiputra's Homestay operators' performance to
help them stay competitive and improving their economic status.
The concept of EO explains the mindset of firms engaged in perusing new
ventures (Avlonitis and Slavou ,2007) and there are three dimensions of EO
namely, innovativeness, risk taking and proactiveness (Rauch et a1.,2009).
EO prepares a firm to face the changing environment within a competitive
business environment as reflected in the definition of EO by Lumpkin and
Dess (1996) that suggest EO refers to "the processes, practices, and
decision-making activities that lead to new entry" and characterized by "the
propensity to act autonomously, a willingness to innovate and take-risks, and
a tendency to be aggressive towards competition and proactive relative to
market opportunity". Moreover, examining entrepreneurial orientation would
provide some insights with respect to whether or not Homestay operators
are by nature "real-entrepreneurs", "non-entrepreneurs" or'constrained
entrepreneurs". Entrepreneurial orientation has been found to have effect on
firm performance (Covin and Slevin, 1991). lt is crucial to focus on identifying
entrepreneurial orientation profiles of Homestay operators in order to help
the policy-maker in providing appropriate support to Homestay operators that
lagged behind in exploiting future prospect in line with the ones outlined in
the Tenth Malaysia Plan (2010).
MO refers to the organizational culture that adopts customer orientation,
competitor orientation, inter-functional coordination, and responsiveness as
the basis for organizational success (Kohli and Jaworski, 1990; Narvel and
Slater, 1990). ltwas stressed by Kohli and Jaworski, (1990) and Narverand
Slater, (1990) that adopting MO enables a company to develop a sustainable
competitive advantage. Although researches that study the impact of MO on
organization performance are many, none deals with the topic that study in
relation to rural tourism business (Pena et a\.,2012). This revealed that there
is a gap in the literature pertaining to MO in rural tourism SMEs and efforts
should be undertaken to fill the gap.
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Areas for Future Study
Homestay programme has become an emerging trend in leisure among
travelers and is observed to be one of the sectors that could propel the
economy of rural community and improve their livelihood. lt is noted that
the government has outlined different instruments for different stages of
business enterprises. ln the case of micro and small enterprises, the focus is
to improve firms'capacity building and competitiveness. The current business
environment illustrates that the success of business enterprises depends on
their ability to remain competitive. lt was stressed by Kohli and Jaworski,
(1990) and Narver and Slater, (1990) that adopting market orientation
enables a company to develop a sustainable competitive advantage. Before
embarking on giving supports and assistance to these firms it is deemed
important to ascertain the stages of their competitive advantage through
examining the firms' MO and EO level. Enterprises at the different levels of
competitiveness require different type of support and assistance. There is no
"one panacea for all kinds of deseases".
The study is deemed to be crucial in gaining insightful information with
respect to the different requirements by the rural tourism SMEs depending
on their level of competitiveness. The information would lead to granting the
appropriate type of supports and assistance that address these enterprises'
requirements. ln addition, the findings of such study would navigate the
revision of public policies, supports and assistance to propelthe participation
of rural communities in the rural tourism sector, contributing to improving
Bumiputra's economic participation and achieving the target of 30%
Bumiputra equity, which thus far looks to be a forlorn.
Conclusion
Although it is acknowledged that rural tourism and homestay programme is
an emerging potential sector to improve Bumiputra's economic participation,
it is essentially a family or sole proprietor operated, with low entry barrier
and small or micro in size. Continuity of running the enterprises is an issue
since Getz and Carlsen (2005) suggest that such enterprises fail, or are sold
rather than inherited with only a few enduring enough to a complete business
lifecycle. Thomas et al., (2011) argued that academic research on small firms
in tourism was under-researched and suggested that academics should
undertake to identify research agenda that is meaningful to policy-makers
and contribute to the debate on the role of tourism SMEs.
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One aspect of study that is deemed to be useful is examining specifically
the usefulness or benefits gain in adopting a MO philosophy in rural tourism
business SMEs to create a better and more stable future, and to have an
additional and distinct form of sustainable, competitive advantage. The other
aspect of study is to ascertain the EO level of rural tourism among Bumiputra
SMEs in the effort to segment them. Subsequently, their requirements are
ascertained and addressed accordingly through appropriate instrument.
ln addition, the impact of adopting MO and EO should be ascertained by
examining their consequences on business performance. The study of MO
and EO is perceived to be timely in the present rural tourism sector in Malaysia
setting since majority of the community in the rural areas are Bumiputra and
the government is committed to improve their economic participations to
narrow the income gap with other ethnic groups.
It is noted that the achievement of Bumiputra's participation in the
economy is lacking behind other ethnic group, especially the Chinese. ln
the efforts to reduce the income gap of Bumiputra with other ethnic groups,
the government has stepped-up initiatives to facilitate Bumiputra's economic
participation. Currently, there is an increasing trend among Bumiputra
to participate in the rural tourism known as Homestay programme. Their
enterprises are classified under SMEs. Although, the sector seems to be
potentially rewarding, however, with the intense competition within the
rural tourism industry, there is a pressing need for these entrepreneurs
to be equipped with the relevant skills and knowledge to deliver value for
their buyers which exceeds the firm's cost of offering. This is to avoid the
disaster state and achieving the outstanding success state in business whilst
maintaining the momentum of growth within the sector.
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